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Internet Development in Asia Pacific 
This year is witnessing remarkable worldwide 
growth of the Internet. Boosted by sustained 
spending in information technology, the Internet 
explosion in Asia Pacific is no exception. Here 
are some facts. The region's total number of 
Internet users is estimated to be between five 
million and ten million. Australia is the largest 
Intemet market with nearly three million on-line 
subscribers, followed by Japan's 1.5 million 
users, South Korea's 730,000 users, and Hong 
Kong's 250,000 users. Vietnam is the youngest 
and fastest economic tiger to join the Net. 
In the first half of this year, China purchased 
almost a million personal computers, many of 
which have PC Web servers. In the entire re- 
gion, the market for high-end Unix systems con- 
tinues to be strong. 
Throughout Southeast Asia, the number of Inter- 
net Service Providers (ISP) more than quin- 
tupled within the last twelve months. In Indo- 
nesia, the popularity of the Pujayo Internet Caf6 
in Yogyakarta City - a culturally traditional Jap- 
anese city of half a million inhabitants - seems 
to be a successful case of Internet penetration 
in this most populous country in the region. The 
excitement of using the Internet to sell products 
and services is also spreading throughout the 
Asian region, prompting the formation in May of 
the Asian Pacific Intemet Association (APIA), 
whose purpose is to promote the business inter- 
ests of Internet-related industries. 
With increasing international trade and in- 
creased purchasing power, the potential for 
Intemet growth in Asia Pacific is enormous. But 
the deployment of the Intemet in this area of the 
world is not without difficulties. The problems 
seem to stem from the infancy of the Internet in 
most Asia Pacific countries (with the exception 
of Australia, Hong Kong, Japan and Singapore) 
and from certain unique regional characteristics. 
We report here some observations on the de- 
ployment and use of the Intemet in this region of 
the world. 
Characteristics of Intemet Development 
1. With the exception of a few advanced market- 
driven economies, many major Internet Service 
Providers (ISP) are regulated, controlled, or 
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owned by government agencies. China Internet 
Corporation (CIC), the largest Chinese ISP, is 
owned by the state.-run Xin Hua news agency. In 
Indonesia, there are 26 ISPs currently active. 
Yet, the top five - Indo Internet, RadNet, Dnet, 
and IdolNet - control about 75 percent of the 
market. The same concentration phenomenon 
can be observed in other Asian countries, in- 
cluding Hong Kong. As such, the survivability of 
these regulated ISPs is expected to be much 
better than their privately-owned counterparts 
who have yet to establish a lucrative business. 
The latter further worry that larger network pro- 
viders, which own the telecommunication infra- 
structure and possess greater resources, will 
soon be more aggressive in the ISP market and 
wipe out small companies. 
2. ISPs are all based in major cities where more 
than 90 percent of the users are located. This 
economic reality makes it difficult for some gov- 
ernments - in particular Thailand and Malaysia 
- to count on information technology as a 
means to reduce economic and social dis- 
parities between urban and rural areas. 
3. ISPs in geographically dispersed countries 
such as Indonesia, the Philippines, and Vietnam 
blame the sluggish growth of Internet subscrip- 
tion on poor telecommunication infrastructure 
and expensive call charges. They also com- 
plain that telephone lines are often noisy, 
unreliable, and slow. Internet connection is still 
at speeds far below of international standards 
(e.g., communications run only at a maximum 
rate of 33.6 kilobits per second in many South- 
east Asian nations). 
4. The high cost of renting data lines to the 
Internet constitutes a major part of the ISP oper- 
ating costs. The ISP association of Indonesia 
reports that the cost of renting data lines ac- 
counts for approximately 60% of all operational 
costs of a typical ISP. APIA is challenging 
Internet tariffs, which it argues impose unfair 
costs to regional iSPs as the communications 
lines often have to be routed to the U.S. before 
coming back to Asia. 
Characteristics of Intemet Use 
1. Internet services are predominantly used by 
government agencies; major corporations, in- 
cluding multinationals; and, to a much less ex- 
tent, by individual subscribers, as a prime 
source of getting on-line information from for- 
eign countries, especially from the United 
States. Data traffic to and from the United 
States is often congested. Asian-based mirror 
sites are being developed to allow quicker Web 
page search, as queries are routed within Asia 
rather than sent to the U.S. 
2. The need to access foreign networks is 
further explained by limited domestic content of 
national Web sites. Local users could hardly 
find information on domestic information. Within 
national borders, the Internet is mostly a tool for 
sending e-mail, and possibly transferring files or 
entering chat rooms. However, major efforts to 
correct this deficiency are under way. 
3. Local language content is rare. Due to lack 
of resources, most ISPs in Asia Pacific often as- 
sume that their customers are proficient in 
English and their Internet needs are more for- 
eign-centric. Interestingly, North American and 
European corporations are seeking to penetrate 
into Asia Intemet markets with local scripts. For 
example, Montreal-based Alis Technologies is 
developing the Arabic-related Jawi script used 
by an estimated 200 million people in Malaysia, 
Indonesia, and Brunei. US-based Alta-Vista is 
teaming up with Asian companies to localize its 
search engines. In China, China Internet Corp 
(CIC), owned by the state-run news agency, is 
planning to offer selected news and data in local 
languages throughout its network. The effort to 
promote local languages is not going to replace 
English however. Bilingual sites - i.e., English 
and the local language - have become de facto 
standards for setting up Asian Web-sites. 
4. The Internet has been used as a bridge for 
information sharing and exchange between Asia 
Pacific countries with their citizens overseas. 
Web servers created and maintained by Tai- 
wanese-Americans and Vietnamese-Americans 
exemplify the effort of bringing national issues 
into cyberspace. Censorship remains a major 
issue throughout he entire region, however. 
5. Use of the Internet is still restrained by limited 
and relatively expensive telecommunications 
costs. The Indonesian Ministry of Tourism, Post 
and Telecommunications, which oversees the 
Internet in the country, reported that most ISPs 
are seeking to have 20,000 subscribers each to 
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become financially comfortable. Telecommuni- 
cations reforms initiated by Asian governments 
have shown positive impacts on reducing costs, 
but their full impact has yet to be seen. 
6. Like Internet services in the United States, 
Internet services in Asia Pacific are commonly 
sold under a two-part tariff (i.e., a fixed sub- 
scription charge plus a variable charge based 
on connection time) or a one-time-fee for un- 
limited access. Certain developing countries 
have a more complex pricing scheme that tar- 
gets different groups of users. Netnam, a three- 
year old Vietnamese ISP, best illustrates this 
pricing policy. The monthly basic charge per 
subscription is US$30. However, charitable or- 
ganizations and low-income users are charged 
$20 and $10 respectively. Furthermore, Net- 
nam's transmission charges are seven times 
higher for sending data from the country to the 
Internet than receiving data from the Internet to 
the country. 
7. Finally, as discussed by many Asian business 
executives gathered at the August Internet Com- 
merce Exposition in Hong Kong, the lack of 
infrastructure remains a stumbling block to cy- 
ber-commerce. Faster deployment of electronic 
banking (e.g., using credit cards or cybercash) 
and a more efficient transportation infrastructure 
are required for Asian countries to take full ad- 
vantage of the Internet commerce. 
The year 1997 has shown a clear sign of 
imminent penetration of Internet use in the Asia 
Pacific region. This awakening to the Internet is 
expected to pave the way for growth in elec- 
tronic commerce transactions. There are chal- 
lenges to overcome, nonetheless, for broader 
Internet adoption - the most important ones in- 
clude weak telecommunication infrastructure, 
government regulatory control (including cen- 
sorship), high telecommunication surcharges on 
ISPs, language barriers, lack of local contents, 
and insufficient business infrastructure. These 
obstacles do not prevent the International Data 
Corporation; however, to predict that Asia 
Pacific will surpass Europe as the world's 
second largest information technology market 
after the U.S. by the year 2000. 
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PRIISM is a non-profit organization, based at 
the University of Hawaii, dedicated to the study 
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Consortium is a collaboration of Universities 
and Research Centers from North America and 
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and research organizations that share an inter- 
est in information Systems and Technology in 
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